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CONFIDENTIAL

ILLEGIB
PIC/TD5/D/6~ 1707
6 December 1966
MRRANDR FOR: Chief, Procurement Diviaion, 0L DEX1
ATTHIYION: ‘
THROUGH : Chief, Support Staff, RPIC 25X1
25X1

SUBJECT: Contracts

u. Procurement Division/OL Memorandum to MPIC/
- Asgistant for Plans and Development, dated
26 October 1566

b. BPIC/PADS/D/6-14T7 Nemorandum, dated 21 July 166

1., Your memorandusm, dqted 28 Cetober 1966 (Referwnce ),
reguestad assurcnce that HPIC womld make funds availuble io the totul

mﬂ rto cover & negotlited setilement of the zubject 25X1
coniracta,

2, It 1s the position of the Technicul Development [tuff, HPIC,
as aleayly stated in our memorandum, dated 21 Jwly 1966 (Reference bj,
that in order to effect zn equitable settlement of these trowblescme
contracts and in order pot to financlally distress i valusble supplier,
we would reluctantly support an after-the-fuct, change of scope oun

— what the contractor refers to usz Xtem I "Vuecuwn Hold-Down Mechanism”
as desoribed in Paragraph 5 of Reference (h).

3. It ia o souwree of great concern to this staff that « asjor
partion of the contraciual troubles evident in these coatracts
appereantly origlnsted from the fact that the type of contructs
mgotiated were not suited o the requireament of the technloul develope
mont involved; i.e., a fixed price {(2wpply type) contrect for
resvarch and development effort that was clearly pushing the stste-
ofwthe-art, This Lype of contract was streanously oblected to by
representatives of this staff at the time of the original contract
negotiations. This problem wus further compounded by the fullure
to include the Duvelopment Objectives (a very specific document) s
a part of the contract ~- thereby binding us legelly only to the
Comtractor's Proposal,

Declass Review by NIMA / DoD

L, This staff questions the size of the negotiated settlement,
not becsuse of the amount of money involved, bub because we cunaot
see how thia figure was obtalned on the baals of a changs of zeope
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on only Item I as defined in peragrsph § of Reference (b}, The best
figores this office hag been able to obtain frum the Agency auditors
are as follows:

Source

Contractors Estimate
of Cost.

25X1

Auditor's Batimate
of Allowable Costs

* Thiz rigure was derived by calculating the same ;;mmsntag;e 48
the contractor allowed for both centracts. (lten I Cost ;

P ’ ‘!

Base figures as obtained from auditor.

%, We do not feel that we can :wcapt the comtractor's figures
because they are cbvionaly misleadiz An analysis of the labor
hours alone would indicste that tha total labor spent on these 25X
two contracts was against {claimed) change of scope
Stems leaving inst the msjor englneering, fabrication,
and sheck out © e equipment itself. Obvicusly, this is most
uniisely., If we the auditors allowsble costs chargable aguinst
Ttem I thisz would ste & setilement on the order not 25X1
ineluding profit, The Technicael Development Staff fee; ;%.y that
we eagpnot zupport any settlement which would imply our sanctioni
of & change of scope on items other than Ttem I (Vacuum Hold Dowm).

6. There is s questicn confronting NPIC as to whether or anot
this change of seope can be charged against the yeor in which the
change occurred or whether it must come from current year funds which
are in short supply. The funding is further cn@uﬂateﬁl

.8

fast that part af the cosgt of a setilement ou Contract
should be charged sgainat the Army and Havy since twe o

¢ were thelrs through Joint procurement action -« unless the
Aganey is willing to absorb this cost. We have no busls for going to

25X1

2
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the Services for additional funds since ithey did not concur in the
so-called change of scope -~ to them, as to us, thls was 2 fixed

price comtract. This is a very difficult problem we are trying to
regolve., It will probably have to be ruled upon by »z;i‘m General Consul.

settlement haseé upon the
lus a reasonsble profit.

T. Thizs stafl v ecomueEnd
total allowable cost on Item I only «-

25X1

-
Distribution:
Orig & 1 - Addressee
1 - ¢/ss/NPIC
3 - TDS/DS
25X1 NPIC/TDS (6 Dec 66)
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